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Background: 

On December 7 ,  t h e  Libyan Government n a t i o n a l i z e d  
B P ' s  Libyan s u b s i d i a r y ,  b u t  t h e  dec ree  d i d  n o t  inc lude  
BP.'s 50 pe rcen t  American p a r t n e r ,  Bunker Hunt. Bunker 
Hunt i s  t r y i n g  t o  cooperate  wi th  t h e  Libyans t o  t h e  
e x t e n t  of keeping product ion going b u t  has  r e fused  a 
Libyan r e q u e s t  t h a t  it market t h e  ex-BP sha re  of t h e  
o i l  as w e l l  a s  i t s  own. The Department has  agreed 

% 
t o  support  t h e  r e q u e s t  of t h e  American o i l  companies 
ope ra t ing  i n  Libya f o r  a bus iness  review le t ter  from 
t h e  Department of J u s t i c e  t h a t  w i l l  a l low them t o  

b 
a c t  i n  conce r t  i n  suppor t  of BP,which i n t e n d s  t o  
t ake  l e g a l  a c t i o n  a g a i n s t  any purchasers  of o i l  from 
i t s  concess ion i .  

On December 1 0 ,  t h e  B r i t i s h  Government reques ted  
US suppor t  f o r  i t s  demarches t o  major o i l  consuming 
c o u n t r i e s ,  and f o r  a p re s s  s t a t emen t  by us  dep lo r ing  

r e q u e s t  f o r  a p r e s s  s ta tement  was subsequent ly  withdrawn. 
The B r i t i s h  in t end  t o  r e q u e s t  governments of  consuming 
c o u n t r i e s  n o t  t o  purchase o i l  from t h e  n a t i o n a l i z e d  

$ 
t h e  use  of n a t i o n a l i z a t i o n  a s  a p o l i t i c a l  weapon. The 9 

concession and f u r t h e r  t o  use  t h e i r  i n f luence  t o  d i ssuade  
t h e i r  o i l  companies from purchasing such o i l .  
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Discuss ion:  

S e v e r a l  c o n s i d e r a t i o n s  weighed a g a i n s t  our  
suppor t ing  t h e  B r i t i s h  demarches. The Libyan a c t i o n  
a g a i n s t  BP occur red  a t  a  t i m e  of r i s i n g  Libyan 
f r u s t r a t i o n  over  long  u n s e t t l e d  c la ims  a g a i n s t  t h e  
B r i t i s h  (former B r i t i s h  base  r i g h t s ,  a  c a n c e l l e d  a i r  
de fense  system c o n t r a c t ,  non-delivery of C h i e f t a i n  
t anks )  which were p u r e l y  b i l a t e r a l  i n  n a t u r e  and 
had no th ing  t o  do  w i th  t h e  United S t a t e s .  I t  c a r e f u l l y  
avoided a c t i o n  a g a i n s t  any US companies i n  Libya,  i nc lud ing  
BP's American p a r t n e r .  Any US Government a c t i o n  i n  
suppor t  of BP o r  t h e  B r i t i s h  which became known t o  
t h e  v o l a t i l e  and unp red i c t ab l e  Libyan Government cou ld  
p r e c i p i t a t e  Libyan r e t a l i a t i o n  a g a i n s t  American i n t e r e s t s  
i n  Libya. Moreover, t h e  American o i l  companies had 
n o t  asked us  t o  t a k e  any a c t i o n  w i th  r e g a r d  t o  t h e  
n a t i o n a l i z a t i o n  beyond suppor t i ng  t h e i r  r e q u e s t  f o r  
a bus ines s  review le t ter .  The B r i t i s h ,  w i th  no 
s u b s t a n t i a l  i n t e r e s t s  l e f t  i n . L i b y a ,  would have l i t t l e  
t o  l o s e  i n  f i g h t i n g  t h e  n a t i o n a l i z a t i o n  t o  t h e  end; 
t h e  United S t akes  would be  r i s k i n g  a  g r e a t  d e a l  i n  
suppor t ing  such an  a l l -o r -no th ing  p o l i c y .  I t  was 
a l s o  argued t h a t  ou r  suppor t  f o r  t h e  B r i t i s h  demarche 
would have ve ry  l i t t l e  i f  any r e a l  e f f e c t  on consuming 
governments. Nor would any B r i t i s h  o r  combined B r i t i s h -  
US a c t i o n  t o  f o r e c l o s e  t h e  market  e v e r  induce t h e  
n a t i o n a l i s t i c  Libyans t o  r e v e r s e  t h e i r  n a t i o n a l i z a t i o n  
and r e t u r n  t h e  concess ion  t o  BP. 

On t h e  o t h e r  hand, i f  t h e  Libyans fol lowed up 
t h e i r  n a t i o n a l i z a t i o n  of BP wi th  s u c c e s s f u l  marketing 
of t h e  o i l  t o  OECD m e m b e r s ,  it would i n e v i t a b l y  weaken 
ou r  own i n t e r e s t s  i n  Libya a s  w e l l  a s  o t h e r  o i l  pro- 
ducing s t a t e s .  F a i l u r e  by t h e  OECD, and p a r t i c u l a r l y  
t h e  US, bo suppor t  t h e  B r i t i s h  i n  t h i s  i n s t a n c e  would 
compromise, perhaps f a t a l l y ,  t h e  common f r o n t  through 
which t h e  consuming c o u n t r i e s  and t h e  o i l  companies 
hope t o  b l u n t  t h e  OPEC d r i v e  f o r  h ighe r  o i l  p r i c e s  
and even tua l  conFrol  o f  t h e  companies. To t h e  degree  
t h a t  t h e  Libyans n a t i o n a l i z a t i o n  cou ld  be made d i f f i c u l t ,  
it would s e r v e  t o  i n h i b i t  f u r t h e r  such a c t i o n s .  By 
suppor t i ng  t h e  B r i t i s h  and ma in t a in ing  some measure 
of  consumer s t a t e  s o l i d a r i t y ,  w e  would i n  e f f e c t  be 
suppor t i ng  our  own i n t e r e s t s  through t h e  o i l  companies' 
j o i n t  f r o n t  t a c t i c s  v i s -a -v i s  OPEC. 
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Conclus ion and Action:  

On ba l ance ,  t h e  l ong  range  consequences of  n o t  
suppo r t i ng  t h e  B r i t i s h  seemed l i k e l y  t o  be more 
s e r i o u s  t han  t h e  immediate r i s k  of provoking Libyan 
Government a c t i o n  a g a i n s t  our  i n t e r e s t s  t h e r e .  Moreover, 
t h e  Sen io r  Review Group d i s c u s s i o n s  on e x p r o p r i a t i o n  
c o n s i s t e n t l y  favored  s t e p s  t o  o rgan i ze  consumer s t a t e  
s o l i d a r i t y  i n  r e s i s t a n c e  t o  n a t i o n a l i z a t i o n s .  Our 
maintenance of a  common f r o n t  now on B r i t a i n ' s  beha l f  
shou ld  a l s o  be  u s e f u l  t o  u s  i n  o t h e r  f u t u r e  c o n t e x t s ,  
such a s  t h e  Chi lean  n a t i o n a l i z a t i o n s .  

W e  have acco rd ing ly  agreed t o  i n s t r u c t  o u r  
embass ies  i n  OECD c a p i t a l s  t o  s u p p o r t  q u i e t l y  t h e  
B r i t i s h  demarches, u rg ing  t h e  OECD governments t o  
u se  t h e i r  i n f l u e n c e  w i th  t h e i r  n a t i o n a l  h i 1  companies 
and r e f i n e r i e s  n o t  t o  a c c e p t  B P ' s  n a t i o n a l i z e d  o i l .  
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Concurrences: AF/N - M r .  O d  
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